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There is a great deal
being written these days
about the rising cost of
a college education. Just
Google “cost of college edu-
cation,” and
you will see
millions of
articles any-
where from
the New
York Times
to your local
newspaper.
Many
have been
led to question whether the
traditional wisdom that a
college education is a solid
investment into the future
is really true or whether
the case for college has
been overstated.
There are even incen-
tive programs aimed at
explicitly discouraging
young people with an
entrepreneurial mind from
attending college.
The popularity of this
subject made me curious
about the cost of a college
education in the south-
eastern U.S. I looked at a
sample of 13 universities
from Virginia to Florida
(excluding the flagship
schools since flagships gen-
erally do not educate the
typical college student).
Frommy sample,
the average cost of eight
semesters of tuition and
fees is $23,720, ranging
from $16,024 at Kenne-
saw to $33,792 at James
Madison.
On the face of it these
figures seem relatively
reasonable to me, given
that your education lasts
forever. But a college edu-
cation also raises earnings
of most college graduates
by as much as $450,000
over a lifetime, according
to a February 2010Wall
Street Journal article by
Mary Pilon.
And that is not all.
Data compiled by
theU.S. Department of
EducationNational Center
for Education Statistics
found themedian annual
earnings of young college-
educatedmales (ages 25-34)
remained relatively stable
between 1980 ($52,300)
and 2008 ($55,000). The
median annual earnings
of high-school educated
males actually decreased
from$44,200 in 1980 to
$32,000 in 2008 (a 27.6
percent decrease).
For females in the same
age range the pattern is
similar. College-educated
females experienced a 16
percent increase in earn-
ings, while high-school
educated females experi-
enced 13 percent decrease.
But these facts will not
convince many people
of the value of a college
education. One fact that
you will be told is that it is
common for college stu-
dents to leave with debt.
The average student
nationally leaves with
around $23,000 in college-
related debt. In the South
I suspect the number is
closer to $20,000.
In any case the argu-
ment is often made that
college graduates will
spend many years repaying
these loans, which reduces
the benefit of the college
education. So it occurred
to me, what else do young
people spend $20,000 on
without much reservation
and not much argument
from society?
Cars.
So you can get a college
education in the South-
eastern United States for
about the cost of a 4-cylin-
der sedan. Let’s look at the
true cost of ownership of
this little “investment.”
A nice discussion of the
cost of car ownership can
be found at therealreturns.
blogspot.com/2008/01/
cost-of-owning-car.html.
I like this article because
the assumptions are pretty
reasonable, though in some
cases a bit generous. Based
on a price of $20,000, with
a $5,000 down-payment
and ten years of ownership
the base cost of the car is
calculated at $22,000.
The true cost of car own-
ership amounts to more
than $60,000 over ten
years when the cost of gas-
oline (assuming a generous
30miles per gallon and
$3 per gallon of gasoline),
oil changes, insurance and
various instances of service
and repairs are included.
And that’s not the worst
bit. At the end of ten years
you may or may not be able
to convince somebody to
give you $2,000 for this
$60,000 “investment.”
See, as it turns out the
biggest cost of car owner-
ship is depreciation, the
fall in market value, which
accounts for approximately
half the cost of car owner-
ship.
So your college educa-
tion lasts forever, increases
your earnings relative to
others in your age group
who do not have a college
education and the advan-
tage you enjoy as a college
graduate increases over
time.
And individuals borrow
money frequently for other
goods and services that
appear to be pretty poor
investments. So what’s the
rub with the cost of college
education?
One important factor
that gets left out of the
discussion is that many
students who enroll in
college should not be there,
either because they are ill-
prepared for college work
or because they lack the
mental skills.
This of course sounds
elitist and undemocratic,
but that is only because our
society no longer touts the
value of skills training. Nor
will it turn up in political
speeches.
Our society hates the
thought that an eighth-
grader should be told her
full potential is HVAC
installation and repair.
Ironically, this skill set
falls in a class of skills that
is least likely to be out-
sourced and quite likely to
lead to solid earnings over
a lifetime.
A fundamental shift
needs to occur. This shift
would encourage students
with strong academic
credentials and strong like-
lihood of success to attend
four-year colleges and
encourage other students
to explore other avenues
to acquire highly valued
skills.
These steps alone
would reduce the time to
complete college, the total
expenditures and the level
of frustration experienced
by parents, pundits and
politicians.
This idea is, of course,
quite irreverent and will
most likely not happen;
meanwhile we will con-
tinue to complain.
Godfrey Gibbison is an
associate professor and
director of the School of
Economic Development at
Georgia Southern University.
He can be contacted at
ggibbiso@georgiasouthern.
edu.
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‘Bonus depreciation’
and what’s right for you
Many taxpayers and
small business owners
are familiar with the
Section 179 Depreciation
Deduc-
tion.
Under
normal
deprecia-
tion rules,
the cost of
an asset
must be
deducted
over the
life of the asset.
But, subject to certain
limitations, Section 179
allows a taxpayer to
write off 100 percent of
the cost of qualified busi-
ness assets in the year of
acquisition. Even if the
asset is not paid for, a
taxpayer can take advan-
tage of the deduction as
long as the asset is put
into use before the end of
the year.
Effective Sept. 9,
2010, businesses are
allowed 100 percent
Section 168(k) deduction
(commonly called bonus
depreciation) in addition
to the Section 179 deduc-
tion.
The choice of which
method to use can be
decided on an asset-by-
asset basis. And while
having these two meth-
ods of depreciation avail-
able is great news, it can
be somewhat confusing,
leaving taxpayers asking
“which method should I
choose?”
Here are things to
consider before making
that decision.
•
New and used
assets
While section 179 does
not distinguish between
new and used assets, this
is not true with bonus
depreciation. Assets
must be new to qualify
for the bonus deduction.
•
Section 179 limita-
tions:
A Section 179 deduc-
tion is limited to
$500,000 per year.
Further limitations come
into play if the taxpayer
has more than $2million
of qualified assets placed
into service during the
year. Bonus depreciation
has no such limitations.
Section 179 also
imposes a $25,000
deduction limitation
on certain SUVs, while
there is no such limita-
tion under the bonus
depreciation rules.
•
Taxable income
requirement
Section 179 requires
the taxpayer to have
taxable income in order
to take advantage of the
asset write-off. Under
the Section 168(k) rules,
there is no taxable
income requirement.
•
Trusts and estates
Section 179 is not
available to trusts and
estates.
•
Restaurant prop-
erty and qualified
retail improvements
Normally, real estate
acquisitions are not
available for either Sec-
tion 179 or bonus depre-
ciation. However, Section
179 has special provisions
that allow write-off of up
to $250,000 for certain
qualified restaurant and
retail property.
•
Your state may
have different rules
Many states allow
Section 179deduction,
entirely or in some reduced
amount, but donot allow
bonus depreciation.
•
Timing consider-
ations
100 percent bonus
depreciation expires at
the end of 2011. Unless
Congress extends the
current law, the deduc-
tion will drop to the pre-
Sept. 9, 2010, deduction
of only 50 percent. Sec-
tion 179 deduction has no
expiration date.
If you have questions
on the Section 179 or Sec-
tion 168(k) deductions,
feel free to contact me.
Andy Brodmann is a Certified
Public Accountant and
Partner at the CPA firm,
Karp, Ronning and Tindol.
He can be contacted at
abrodmann@krtcpa.com or
912-232-0475.
Andy
Brodmann
Courtesy of Stock.Xchng
The average student nationally leaves with around
$23,000 in college-related debt. In the South,
I suspect the number is closer to $20,000.
Under normal
depreciation
rules, the cost
of an asset must
be deducted
over the life
of the asset.
